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EISTRUMENT PREPARED BY
VIRGINIA QAS AWD OIL BOARD

VIRGINIA:
BEFORE THE VIRGINIA + AND OIL BOARD

Appalachian Energy Znc )
)
)
)

POOLINQ OF INTBRESTS IN' 80.13 )
ACRE SQUARE DRILLINQ UNIT )
DBSCRIBED IN ENBZT A 'IERETO )
LOCATSD IN THE Oaleweod ( COAL BBD )
QAS FIELD AND SERVED BY WELL NO. )
AB-154 (1-36) (herein )

"Subject Drilling UnitP) PURSUANT )
TO VA. CODE 55 45.1-361)21 ABD )
45.1-361.22, FOR THE PRI)DUCTION OF )
OCCLUDED NATURAL GAS PRIIDUCED FROW )
COALBEDS AND ROCK STEAT)I ASSOCIATED )
THERBWITH (herein "Coall>ed Methane )
Gas" or "Gas") )

)
)
)
)
)
)
)

)
)

)

)
)

)
)

)

APPLICANT:

RELIEF SOUGHT:

LBQAL DESCRIPTION

SUBJECT DRILLING UNIT SERVED BY WEL) NUMBERED
AE-154 (Z-36) (herein "Well" ) To EE
DRILLED IN THE LOCATION DEPICTED ON(EmZBZT A

HERETO
Caroline Cole et al Tract
Been sssnBtain OBADEANBLE
Garden NBOZSWEREAL DIBTBzcT
Buchanan CGBNFZ, VZROZNZA

(the "Subject Lands" are more
particularly described on Enhibit A,
attached hereto and made a part her/of)

VIR
AND

OOCKR)

INIA QAS
OIL BOARD

NO.
8/02/19-2148

REPORT OF TSk BOARD

FINDINGS ASEj ORDER

1. Hearing Date and Place: Thi matter came on for! hearing before
the Virginia Qas and Oil Board (hereafte "Board" ) at 9:00 St.m. on February
19, 2008 Southwest Higher Education Ce4ter, Campus of Vir5inia Highlands
Community Collage, Abingdon, Virginia.

2. Appearances: James B. Rais+, of Wilhoit
for the Applicant.

~nd Seiner, appeared



gine the identity and whereabouts of
ineral owner and/or potential owner,

as having ("Owner ") or claiming
ne Gas, including ,all coalbeds and

ng but not limited to the Horsepen,
us unnamed coal

of reasonably available sources to deter
each gas and oil owner, coal owner, or 4i.e., person identified by Applicant>
("Claimant" ) the rights to Coalbed Met
coal seams below the Tiller seam includ
War Creek, Pocahontas Nos. 9, 8, 6, 5,
seams, coalbeds and rock strata assoc
Formations" ) in the Subject Drilling Uni((
Lands; (2) represented it has given no
(hereafter sometimes "person(s)" w

corporations, partnerships, associatio
joint ventures or other legal entities)
and 45.1-361.22, to notice of the applic
persons set forth in Bxhibit $-3 hereto
persons who may be Owners or Claimants
Subject Formations in the Subject Dri)
agreed to lease or sell to the Applican
interests. Conflicting Gas Owners/Clai
listed on BW3klbit $ . Further, the Board
be ublished as re ired b Va. Code 5 .

3, 2, 1, and varao
fated therewith (he

underlying and c
ice to those parti
ther referring
s, companies, bus
entitled by Va. Cod
tion filed herein;

ve been identified
f Coalbed Methane

ling Unit who have
t and/or voluntaril
Iaants in Subject D
has caused notice of

eafter "Subject
rised of Subject
s so identified
o individuals,
nesses, trusts,

55 45.1"361.19
d (3) that the

by Applicant as
s interests in
not heretofore
pool their Gas
lling Unit are
this hearing to

45.1-361.19.B. Wheruu on the BoardP qu p
hereby finds that the notices giv)n herein satisfy all statutory
requirements, Board rule requirements and the minimum standards of state due
process.

3. Jurisdiction and Wotice: Phrsuant to Va. Code 5545.1-361.1 et
~se ., the Board finds that it has ju;isdiction over the~ subject matter.
Based upon the evidence presented by APP.Iicant, the Board al)o finds that the
Applicant has (1) exercised due diligende in conducting a sieaningful search

4. Amendments: Mone.

5. Dismissals: Mone.

requests (1) that ~pursuant to Va.
le portions of 5 I(5.1-361.21, the
s in and to the Gas in the Subject
icant and of the )ciown and unknown
that of their known and unknown
trustees, assigns and successors,

illing and operafion, including
ed from the Subject Drilling Unit
underlying and ccmprised of the
tively identified and referred to
the Subject Drilli g Unit" ); and,
~rgy Znc. as the Un't Operator.

6. Relief Requested: Applicant
Code 5 45. 1-361.22, including the appli b
Board pool the rights, interests and est e
Drilling Unit, including those of the Ap 1
persons named in Bxhibit $-3 hereto
heirs, executors, administrators, devisee),
both immediate and remote, for the dr
production, of Coalbed Methane Gas prodgc
established for the Subject Formation
Subject Lands, (hereafter sometimes coll c
as "well development and/or operation i
(2) that the Board designate Appalachian

Appalachian Bmergy Inc. (hereafter "Un
designated as the Unit Operator authoris
Subject Drilling Unit at the location dep
Bxhibit A, subject to the permit provis
361.27, et ~se ., to 55 4 VAC 25-150 et s
VAC 25-160 et ~se ., Virginia Gas and Oil

it Operator" or "Operator" ) is
d to drill and ope
cted on the plat at
ons contained in V

Gas and Oil RegtI
oard Regulations an)

te the Well in
ached hereto as

Code 5 45.1-
lations; to 5 4

to the Oakwood

7. Relief Granted: The requests)(i relief in this ca se shall be and
hereby is granted and: (1) pursuant to Va. Code 5 5.1-361.21.C.3,



heirs, executors, administrators,
s, both immediate azd remote, be and

hereof, and thai r known and unknown
devisees, trustees, assigns and successo
hereby are pooled in the Subject Format
Subject Drilling Unit underlying and co

onnation in the
Lands.

ons in the Subject
ised of the Subject~

I Coal Bed Gas Field Rules establishe)d by the Oil and 3as Conservation
Board's Order entered March 26, 1989; a)1 as amended from time to time; and
(2) all the interests and estates in and to the Qas in Subject Drilling Unit,
including that of the Applicant, the +it Operator and o(! the known and
unknown persons listed on Exhibit B-3[ attached hereto snd made a part

Pursuant to the Oakwood I Coalbed
authority of Va. Code 8 45.1-361.20,
method for the calculation of produc
allowable costs for the production of Co

as Field Rules pro
e Board has adop
on and revenue an
bed Methane Gas.

gated under the
d the following

allocation of

produced from and
ch the well is loca
er/Claimant within
io (expressed as a

each separate tra
atted on the surfa
d on the surface,
t in the manner s

For Frac Well Qas. — Gas shall be)
the 80.13 acre drilling unit in wh)
the undivided interests of each
undivided interest shall be the ra)
the amount of mineral acreage with
the Subject Drilling Unit, when p
total mineral acreage, when platt
the entire 80.13-acre drilling un
Oakwood I Field Rules.

located to only
ed according to
the unit, which
ercentage) that

that is within
bears to the

ontained within
t forth in the

8. Election and Election Period: In the event any Oper or Claimant
named in Bshibit B-3 has not reached a Voluntary agreement 'to share in the
operation of the Well to be located in ubject Drilling Unlit, at a rate of
payment mutually agreed to by said Gas er or Claimant and )he Applicant or
the Unit Operator, then such person may ect one of the opti sns set forth in
Paragraph 9 below and must give written otice of his election of the option
selected under Paragraph 9 herein to e designated Unit 3perator at the
address shown below within thirty (30) iiays from the date sf receipt of a
copy of this Order. A timely election sl)all be deemed to hairs been made if,
on or before the last day of said 30-dny period, such ele«ting person has
delivered his written election to the des)l.gnated Unit Operator at the address
shown below or has duly postmarked and paced his written election in first
class United States mail, postage prepaig, addressed to the pit Operator at
the address shown below.

9. Election Options:

9.1 Option 1 — To Participate In 'L'he Development and Qeration of the
Drilling Unit: Any Gas Ownele or Claimant named in Exhibit B-3
who has not reached a volunt,[ry agreement with the Applicant or
Unit Operator may elect to ))articipate in the sall development
and operation in the 8+ject Drilling Uait (hereafter
"Participating Operator" ) by )gracing to pay the estimate of such
Participating Operator's prcgrtionate part of the actual and
reasonable costs, including a. reasonable supervis on fee, of the
Well development and operati+ in the Subject Drilling Unit, as
more particularly set fort)3 in virginia Gas and oil Board
Regulation 4 VAC 25-160-100 (herein "Completed for production
C t ). P th", t I4 t'w Dp g

(
p y th
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9.2

estimate of such Participating Operator's proportionate part of
the Estimated, Completed-for(production Costs as set forth below
to the Unit Operator within(forty-five (45) days from the later
of the date of mailing or e date of recordind) of this Order.

or the Subjectdd d dd d%1 ddd/d& dd d d .tDrilling Unit are as followed

Completed-for-Production Cost(: 8349,257.00

in Exhibit BAny gas owner and/or claimant
this option (Option 1) unders
payment under this option is
Applicant's estimate of actus
understood by all persons ele
agreeing to pay their proport
expenses as determined by the,

I

A Participating Operator's p
the result obtained by mult
"Interest within Unit" as

named 3, who elect
and and agree that ()heir initial
or their proportionfte share of the
costs and expenses It is also

ting this option that they are
onate share of the e ctual costs and
operator named in this Board Order.

oportionate cost hereunder shall be
plying the ParticipI!ting Operator's
set forth herein n the attached

Exhibit B-3 times the Estiemted Completed-for-]>roduction Costs
set forth above. Provided, however, that in the event a
Participating Operator elects to participate and fails or refuses
to pay the estimate of his ) roportionate part o:: the Estimated,
Completed-for-Production Cost as set forth above, all within the
time set forth herein and in )the manner prescribei in Paragraph 8
of this Order, then such Paejticipating Operator shall be deemed
to have elected not togarticipate and t$ have elected
compensation in lieu of pa cipation pursuant (to Paragraph 9.2
herein.

Oction 2 - To Receive A Cash Bonus Consideratidnd In lieu of
participating in the Well development and oper+ion in Subject
Drilling Unit under Paragr ph 9.1 above, any'as Owner or
Claimant named in Exhibit -3 hereto who has not reached a
voluntary agreement with the !Unit Operator may e) ect to accept a
cash bonus consideration of 5.00 per net mineral acre owned by
such person, commencing upon
annually until commencement
Unit, and thereafter a roya)
one-half percent (12.5$)) of

entry of this Ordee and continuing
$f production from Subject Drilling
ty of 1/8th of 8/Sths [twelve and

the net proceeds .eceived by the

that person's Interest Within Unit as set forth'n Exhibit 5-3
[for purposes of this Order, net proceeds sIeall be actual
proceeds received less post-I roduction costs inc!trred downstream
of the wellhead, including„ but not limited to, gathering,
compression, treating, tree.sportation and marketing costs,
whether performed by Unit Op !rator or a third person) as fair,
reasonable and equitable coepensation to be pa[d to said Gas

Unit Operator for the sale lof the Gas producec from any Well
development and operation cavered by this Order multiplied by

Owner or Claimant. The init:.al cash bonus shall
owing when so elected and shall be tendered, p
within one hundred twenty (12$) days of recording
Thereafter, annual cash bonn)as, if any, shall l

become due and
id or escrowed
of this Order.

become due and



owing on each anniversary of( the date of recordi)g of this order
in the event praduction f$om Subject Drilling Unit has not
theretofore cannnenced, and ance due, shall be tendered, paid or
escrowed within sixty (60) n ys of said anniver)ary date. Once
the initial cash bonus and hlhe annual cash bonui>ee, if any, are
so paid or escrowed, said >ayment(s) shall be satisfaction in
full for the right, interest>, and claims of suc? electing person
in and to the Gas produced from Subject Pormation in the Subject
Lands, except, however, for the 1/8th royalties due hereunder.

Subject to a final legal det)rmination of ownerstip, the election
made under this Paragrap)I 9.2, when so hmde, shall be
satisfaction in full for the)right, interests, and claims of such
electing person in any welf development and olneration covered
hereby and such electing arson shall be dcenmd to have and
hereby does assign its right,'nterests, and claiI>m in and to the
Oas produced from Subject pafmation in thc Subjebt Drilling Unit
to the Applicant.

9.3

Carried Well Operator, and f$om and after such
Carried Well Operator shall Hn treated ae if it
initially under Paragraph )>.I above> and t

reversion, such
d participated

ereafter, such

Option 3 — To Share In Thc Development And Onezation As A Won-
ParticiDating Person On 3 Carried Basis snd To Receive
Consideration In Lieu Of Cash> In lieu of participating in the
Well development and opcrat..on of Subject Drilling Unit under
Paragraph 9.1 above and i lieu of receiving a cash bonus
consideration under Paragr h 9.2 above, any Gas Owner or
Claimant named in Bmhibit B43 who hae not reached a voluntary
agreement with the Unit Operihtor may elect to stare in the well
development and operation in Subject Drilling Unit on a carried
basis (as a "Carried Nell O >crater") so that tlhe proportionate
part of the Completed-for-Pioduction Costs hersey allocable to
such Carried Well Operator'hi interest ie Charg!d against such
Carried Well Operator's share'f production from Subject Drilling
Unit. Such Carried Well Operator's rights, inter!sts, and claims
in and to the Gas in Subject', Drilling Unit shall be deemed and
hereby are assigned to the U>(it Operator until t)he proceeds from
the sale of. such Carried Well Operator's share of production from
Subject Drilling Unit (exc)usive of any royalty, excess or
overriding royalty, or othe'on-operating or non cost-hearing
burden reserved in any lease, assignment therei>f or agreement
relating thereto covering sh hach interest) equal>i three hundred
percent (3009) for a leaseh. intereet or twO hundred percent
(200%) for an unleased intcre >t (whichever is app.'.icable) of such
Carried Well Operator's sha.e of the

Completely-for-Production

Costs allocable to the internet of such Carried Well Operator.
Any Gas Owner and/or Claimart named in Bhehibit B-3 who elects
this aption (Option 3) unders tands and agrees that Completed-for-
Production Costs are the i+rator's actual <.oats for well
development and operation. +en the Unit Opera(.or recoups and
recovers fram such Carried Wf,l Operator's assigned interest the
amounts provided for abave, hen, the assigned interest of such
Carried well Operator shall automatically raver= back to such



participating person shall Ihe charged with anIL shall pay his
proportionate part of all father costs of such well development
and operation.

Subject to a final legal detgrmination of owners ip, the election
made under this Paragraplt 9.3, when so imde, shall be
satisfaction in full for the;right, interests, azd claims of such
electing person in any Welf development and oieration covered
hereby and such electing p)rson shall be deesed to have and
hereby does assign his right 'nterests, and claims in and to the
oas produced from subject Folmmtion in the subject Drilling Unit
to the Applicant for the per)od of time during wtich its interest
is carried as above provided prior to its revere'on back to such
electing person.

10. Failure to Properlv Elect:
Exhibit $-3 hereto has not rea
Applicant or Unit Operator and
the manner, and in accordance
the alternatives set forth i
interest gualifies, then such
not to participate in the prop
Sub ject Drilling Unit and sha
legal determination of owner
satisfaction in full for such
in and to the Oas the consider
for which its interest qualifie
and/or assigned his right, inta
produced from Subject Formation
Operator. Persons who fail to
have accepted the compensatio
Paragraph 9.2 in satisfaction i
claims of such person in and
Formation underlying subject Lan4

In the event a person named in
)hed a voluntary ag) cement with the
fails to elect wittin the time, in
th the terms of th:.s Order, one of
Paragraph 9 above for which his

son shall be deemed to have elected
d Well development and operation in

be deemed, subject to any final
p, to have electei to accept as
rson's right, interests, and claims
ion provided in Par,agraph 9.2 above

84 and shall be deemei to have leased
)eats, and claims in and to said Oas
$n Subject Drilling 'Jnit to the Unit
'roperly elect she Ll be deemed to

and terms set forth herein at
full for the right interests, and'o the Oas produced from Subject

11. Default Bv Participating Persbn: In the event a
Exhibit $-3 elects to yarticipate under Paragraph 9.1, but

person named in
ails or refuses

with the Unit
f the estimated

Wake an arrangement
proportionate part

/th herein, all within the time and
then such person shall be deemed

ipate and shall be deemed to have
for such person's rLght, interests,

deration provided 1 ~ Paragraph 9.2
depending on the excess burdens~ cash bonus consids ration due as a

tendered, paid or )scrowed by Unit
days after the lagt day on which

should have paid his proportionate
satisfactory arrangements for the

nsideration is paid or escrowed, it
ght, interests, and~
ject Drilling Unit

d'or any 1/8th royalt

claims of such
in the Subject
es which would

to pay, to secure the payment or to
Operator for the payment of such person'
Completed-for-Production costs as set fo:
in the manner as prescribed in this Orde
to have withdrawn his electi.on to parti
elected to accept as satisfaction in full
and claims in and to the Oas the cons
above for which his interest qualifie
attached to such interest. Whereupon,
result of such deemed election shall be ~

Operator within one hundred twenty (120/
such defaulting person under this Order i

part of such cost or should have made,
payment thereof. When such cash bonus c
shall be satisfaction in full for the r
person in and to the Oas underlying S
Lands covered hereby, except, however,



become due pursuant to Paragraph 9.2 herc'>f.

P P Y Y
deesed election hereunder in accordance, with the provision
governing said elections.

13. Unit onerator (Or Operator):( Appalachian
and hereby is designated as Unit operator authorised to dril)
well(s) in subject Formations in subjecl: Drilling Unit, all

of this Order

Inc. shall be
and operate the
subject to the

permit provisions contained in Va. Code (5 45.1-361.27 et scil.; 50 4 VAC 25-
150 at ~s ., Qas and Oil Regulations; Sl 4 VAC 25-160 et seI., Virginia Gas
and Oil Board Regulations; Oil and Gat Conservation Board ("OGCB") Order
establishing the Oakwood I Coal Bed Qas Field Rules entered Warch 26, 1989;
all as amended from time to tine, and $1 elections required by this Order
shall be cossaunicated to Unit Operator in< writing at the address shown below:

12. Assignment of Interest: In )the event a person named in Bxhibit
B-3 is unable to reach a voluntary 'greement to abate in the Well
development and operation in Subject )rilling Unit at a rate of payment
agreed to mutually by said Qas Owner or( Claimant and the Unit Operator, and
said person elects or fails to elect to do other than participate under
Paragraph 9.1 above in the Well develops mt and operation in Subject Drilling
Unit, then such person shall be deemed :o have and shall have assigned unto
Unit Operator such person's right, inter< ate, and claims in and to said Well,
in subject Formations in subject Drillin( Unit, and other share in and to Qas
roduction to which such erson ma be entitled b reason of any election or

2(ppelachian Bnergy
Xnc.'.O.

Bcm 2406
Abimgdem, Virginia 242)2-2406
Phemes (27~ ) 619-4000
Attmt alustin phillips

14. Commencement of Operations: '. Unit Operator sh 11 coammnce or
cause to coammnce operations for the d illing of the well within subject
Drilling Unit within seven hundred thi (7301 days from the date of this
Order, and shall prosecute the same with due diligence. If the Unit Operator

(has not so coasenced and/or prosecuted; then this order shall terminate,
except for any cash sums then payable sereunder; otherwise, unless sooner
terminated by Order of the Board, this order shall expire at 12:00 p.m. on
the date on which the well covered by thi 9 Order is permanent Ly abandoned and
plugged. However, in the even at an ap(areal is taken from this Order, then
the time between the filing of the Petiti m for Appeal and thu Final Order of
the Circuit Court shall be excluded ih calculating the two-year period
referenced herein.

15. Operator's Lien: Unit Opera r, in addition to the other rights
afforded hereunder, shall have a lien d a right of set off on the Qas
estates, rights, and interests owned by +y person subject h4 reto who elects
to participate under Paragraph 9.1 in thai Subject Drilling Un:.t to the extent
that costs incurred in the drilling or operation on the Subject Drilling Unit
are a charge against such person's interact. Such liens and i ight of set off
shall be separable as to each separate )erson and shall remain liens until
the Unit Operator drilling or operating the Well(s) has been paid the full
amounts due under the terms of this Order.~



16. Escrow Provisions:

The Applicant represented to the Board that thers are no unknown
or unlocatable claimants in Subject Dril(ling Unit whose payments are subject
to the provisions of Paragraph 16.1 here)f in the Subject Drilling Unit; and,
the Unit Operator has represented to the( Board that there ar ~ no conflicting
claimants in the Subject Drilling Unit) whose payments are subject to the
provisions of Paragraph 16.2 hereof. Tlierefore, by this Oi der, the Eecrow
Agent named herein or any successor nam>d by the Board, is not required to
establish an interest-hearing escrow account for the Subjegt Drilling Unit
(herein "Escrow Account~), and to race& e and account to th) Board pursuant
to its agreement for the escrowed funds hereafter describ d in Paragraphs
16.1 and 16.2:

the Escrow Account, commenci
days of recording of this Or
monthly basis with each depo
format approved by the Inspc
than sixty (60) days after
reported and/or for which f
shall be held for the exclu
person entitled thereto un
person(s) or until the Esc

hg within one hundred twenty (120)
er, and continuing thereaiter on a
it to be made, by use of a report
ctor, by a date wh.ich is no later
the last day of the month being
s are being deposited. Such funds
e use of, and sole benefit of the

such funds can he paid to such
Agent relinquisheii such funds as

required by law or pursuant fo Order of the Board in accordance
with Va. Code 5

45.1-361.21.D.'ackovia

Bask, R.A.
1%751)

P.O. Bom 14061
Roameke, VA, 24034

Attentioms J@P Barger

16.1. Escrow provisions For Unknmln or Unlocatable p)rsons: If any
payment of bonus, royalty pa~nt or other paymei(it due and owing
under this Order cannot be made because the person entitled
thereto cannot be located a is unknown, then such cash bonus,
royalty payment, or other p(,yment shall not be commingled with
any funds of the Unit Operator and, pursuant to va. Code 5 45.1-
361.21.D, said sums shall be deposited by the Un.it Operator into

16.2 Escrow Provisions Por Conflidtinc Claimants: If any payment of
bonus, royalty payment, proceed) in excess of ongt ing operational
expenses, or other payment due agd owing under this Order cannot be
made because the person entitled'thereto cannot be 4mde certain due
to conflicting claims of owners
title, then such cash bonus, ro
ongoing operational expenses,
Participating Operator's Prcpor
pursuant to Paragraph 9.1 h
commingled with any funds of

r other payment,
nate Costs paid t

eof, if any, (1)
he Unit Operator;

together with
Unit Operator

shall not be
and (2) shall,

p and/or a defect or cloud on the
lty payment, proceeds in excess of

0

22.A. 2, 45.1-361.2()
erator into the

s of recordin of

A.3 and 45.1
Escrow Account
this Order, and

deposit to be

pursuant to Va. Code 55 45.1-3
361.22.A.4, be deposited by th4 Op
within one hundred twenty (120) <lay g
continuing thereafter on a monthly basis with eac
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made by a date which is no latex than sixty (60) days after the last
day of the month being reported and/or for which funds are subject
to deposit. Such funds shall be held for the exclusive use of, and
sole benefit of, the person entitled thereto until such funds can be
paid to such person(s) or untig the Escrow Agent relinquishes such
funds as required by law or purshant to Order of the Board.

17. Special Findings: The Board specifically and specially finds:

17.1. Applicant is Appalachian +argy Znc. Applicant is duly
authorized and qualified to transact business in the Commonwealth of
Virginia;

17.2. Applicant Appalachian Ener Znc. has made a delegation of
authority to Appalachian Ene Znc. to explore, develop and
maintain the properties and sects of Applicant, now owned or
hereafter acquired, and Appal ian Energy Znc. has accepted this
delegation of authority and agreed to explore, develop and maintain
those properties and assets, anN has consented to serve as Coalbed
Methane Gas Unit Operator f$r Subject Drzllrng Unzt and to
faithfully discharge tlie duties imposed upon it as Unit Operator bystatute and regulations;

17.3. Applicant Appalachian Ene~ Znc. is an operator in the
Commonwealth of Virginia, and hah satisfied the Board's requirements
for operations in Virginia;

17.4 Applicant Appalachien Energy Enc. claims ownership of gas leases,
Coalbed Methane Gas leases, and(/or coal leases representing 91.81%
percent of the oil and gas inteQst/claims in and to Coalbed Methane
Gas and $7.14% percent of the cc(hl interest/claims in and to Coalbed
Methane Gas in Subject Drillirg Unit; and, Applicant claims the
right to explore for, develop agd produce Coalbed Methane Gas from
subject Formations in subject ';.Drilling Unit in Buchanan county,
Virginia, which Subject Lands (Are more particularly described in
EMhibit At

17.5. The estimated total producti+ from Subject Drilling Unit is 250
3$8CG. The estimated aeount of reserves from the Subject Drilling
Unit is 250 MNCG;

each Owner or Claimant identifi
claiming an interest in the Coal
in Subject Drilling Unit underl
who has not, in writing, lead
Operator or agreed to voluntar
Drilling Unit for its developme
listed in Exhibit B-3 comprise

'd

by the Applicant as having or
)ed Methane Gas in Subject Formation

y)ing and comprised of Subject Lands,
ed to the Applicant or the Unit
ily pool his interests in Subject

nit. The interests of the Respondents
8.19% percent of the oil and gasinterests/claims in and to Coalbgd Methane Gas and 12.$6% percent of

the coal interests/claims in and to Coalbed Methane Gas in SubjectDrilling Unit;

17.6 Set forth in Exhibit B-3, is the name and last known address of
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17.7 Applicant's evidence established that the fair, reasonable and
equitable compensation to be paid to any person in lieu of the
right to participate in the galls are those options provided in
Paragraph 9 above;

17.8 The relief requested and granted is just and reasonable, is
supported by substantial eviflence and will afford each person
listed and named in Rdaihit B93 hereto the opportunity to recover
or receive, without unnecessary expense, such person's just and
fair share of the production'rom Subject Drilling Unit. The
granting of the Application 'and relief requested therein will
ensure to the extent possible the greatest ultimate recovery of
Coalbed Methane Gas, prevent er assist in preventing the various
types of waste prohibited by statute and protect or assist in
protecting the correlative rights of all persons in the subject
cossson sources of supply in the Subject Lands. Therefore, the
Board is entering an Order granting the relief herein set forth.

18. Mailing Of Order And Filink Of Affidavit: Applicant or its
Attorney shall file an affidavit with the Secretary of the Board within sixty
(60) days after the date of recording og this Order stating that a true and
correct copy of said Order was mailed wighin seven ('7) days from the date of
its receipt by Unit Operator to each Reipondent named in Exhibit B-3 pooled
by this Order and whose address is known.

19. Availability of Unit Records: The Director shall provide all
persons not subject to a lease with re)asonable access to all records for
Subject Drilling Unit which are submi()ted by the Unit Operator to said
Director and/or his Inspector(s).

20. Conclusion: Therefore, the Eequested relief and all terms and
provisions set forth above be and hereby are granted and IT IS SO ORDERED.

21. Appeals: Appeals of this Order are governed by the provisions of
Va. Code Ann. 5 45.1-361.9 which provide)8 that any order or decision of the
Board may be appealed to the appropriate Circuit court.

22. Effective Date: This Order sBall be effective as of the date of
the Board's approval of this Application, which is set forth at Paragraph 1
above.
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4
DONE AND EXECUTED this W day of ghee, 3000, by a majority

of the Virginia Gas and Oil Board.

DOME AND PERPORMED this M day ok l//E~ , 200$ , by Order of*
this Board.

PrinciVirgin,'lson1 Executive To The Staff
Gas and Oil Board

STATE OF VIRGINIA )
COUNTY OF WASHINGTON )

I 0 I dg d 00' d 2 /0A/JAY&,2 ~0,0

personally before me a notary public "in and for the Commonwealth of
Virginia, Rppeared Benny Wampler, being ply sworn did depose and say that
he is Chairman of the Virginia Gas and C@1 Board, and B. R. Wilson, being
duly sworn did depose and say that he im Principal Executive to the Staff
of the Vir'ginia Gas and Oil Board, thaf they executed the same and was
authorised to do so.

/w~~
Diane t4vis, N)))fary
174394

Hy commission expires: September 30, 2009
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IMO-7 SIam ilement

WELL UNIT PROPERT I'WNER INDEX
APPALACHIAN E%RGV, INC.

AK-154 ICR1 i8 I~

(I)
"Drill Tract"

Mineral:
Caroline Cola, Et Al

67.42 Ac -84.14%:of80.13Ac.

Sur8totr
Caroline Cole

(2)

Norlolk 4 Southeg Railroad
4.23 Ac. —5.28%df $0.13Ac.

(3)
Mineral:

Harold 4 Pa~ Fuller
6.39Ac. —7.97/o cf80.13Ac.

(4)
Mineral:

Nancy Ce8e
1.92Ac. —2.39o/o of 80.13Ac.

(5)
Mineral:

Donald Ho r
0.17Ac. —0.22%ot $0.13Ac.



TRACT LESSOR

Exhibit S3
AE-154 g ei6)

LEASE
STATUS

INTEREST GROSS
WITHIN ACREAGE
UNIT IN UNIT

Gas Estate Qalv

Harold Fuller, Jr. Jk Patricia Fuger Unleased
H.C. 67, Box 84
Oakwood, VA 24631

7.97% 6.39

Donald Honaker
3041 Horn Mountain Rd
Raven, VA 24639

Unleased 0.22% 0.17

Total Percentage Unleased

Total Acreage Unleased

8.19'/o

6.36

Coal Eatata tgnlv

Edith G. Street
P.O. Box 792
Grundy, VA 24614

Unleased 4.67% 3.746
Except P-3 Coal Seam

Harold FuBer, Jr. dt Patricia Fuzz Unleased
H.C. 67, Box 84
Oakwood, VA 24631

7.97% 6.39

Donald Honaker
3041 Horn Mountain Rd
Raven, VA 24639

Unleased 0.22% 0.17

Total Percentage Unleased

'otal

Acreage Unleased

12.86%

10.31

INSTRDNENT N3BDDDI IB9
RECORDED IN THE CLERK'8 OFFICE OF

BUCHANAN COUNTY ON
NARCH 27t 2DDS AT D2:35PN

BEVERLY S. TILLERt CLERK
RECORDED BY'KE
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Kddblt 49
AK-154 g)36)

LEASE
STATUS

INTEREST GROSS
WITHIN ACREAGE
UNIT IN UNIT

Gas Estate Sslv

Harold Puller, Jr. tk Patricia P Unleased

H.C. 67, Box 84
Oakwood, YA 24631

7.97% 6.39

DonaM Huneker
3041 Horn Mouttttdn Rd
Raven, VA 24659

Unleased 0.22% 0.17

Total Percentage Uinleased

Total Acreage Unleased

8.19'lo

6.56

Edith G. Street
P.O. Box 792
Gnmdy, VA 24614

4.67% 3.746
ExcePt P-3 Coal Seam

Harold Puller, Jr. dt Patricia ger Unleascd

H.C. 67, Box 84
Oakwood, VA 24631

Donald Honaker Unleased

3041 Horn Moutnaln Rd
Raven, VA 24639

7.97%o

0.22%

6.39

0.17

Total Percentage Unleased

'otal

Acreage Unleascd

12.86%

10.31


